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Attachment 4.19-D
Page 120

2. Mathematical techniques will be applied to this data to develop formulas describing
the normal relationships between property insurance costs and appraised values and
estimated replacement costs. Separate formulas will be developed for urban and

non urban NFs.

3. The procedures described in 3.14 will be used to eliminate extremes and to develop
the formula to be used to calculate the reasonableness limit for property insurance,

except for the calculation of Class H! limits.

4. Each NF's reasonableness limit per reasonable plant square foot will be developed by
applying this formula to its particular factors and incrementing the resuit by 10
percent. No allowance will be provided for plant square feet considered

unreasonable per 3.7(a)1. and 2.

3.16 Target occupancy levels

(a) A target occupancy level of 95 percent of licensed bed-days (excluding quiet beds) will be
used to develop the reasonable per diem amounts for the following rate components:

1. Property taxes;

2. Utilities;

3. Special amortization;
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Attachment 4.19-D

Page 121
4. CFA for:
i Buildings and building equipment;
ii. Land and land improvements;
iii. Moveable equipment;
iv. Maintenance and replacements;
V. Property insurance; and

5. Effective July 1, 1996, actual NF expenses for depreciation, rental, interest
and amortization in accordance with 3.10(c).

(b) For Class Il NFs, if the base period Medicaid occupancy is 80 percent or greater,
the target occupancy for the rate components in (a) above will be 90 percent.

(c) For rates implemented on or after January 1, 2003, target occupancy for the
General Services, Nursing and Special Patient Care rate components shall be
calculated as follows:

1. For those nursing facilities that are at or above 85 percent occupancy, .the
reasonable base period costs shall be divided by actual base period patient
days.

2. For those nursing facilities that are below 85 percent occupancy, the
reasonable base period costs shall be divided by 85 percent of licensed bed
days.

3. Actual base period patient days shall include paid bed hold days.
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Attachment 4.19-D
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(d) For new Class | and Class |l facilities an occupancy rate of 80 percent will be used for
provisional rates during the first year of operation subject to retroactive adjustments to actual
occupancy should it exceed 80 percent (but no higher than 95 percent will be used).

(e) For new Ciass |il NFs, an occupancy rate of 80 percent will be used for provisional rates
during the first year of operation. The retroactive adjustment from an interim to an actual rate for
the first year of operation shall use actual occupancy should it exceed 80 percent (but no higher
than 95 or 90 percent will be used, as determined by (a) or (b) above).

(f) if base period patient days exceed licensed bed days calculated per (a) above, then the
target occupancy will be entered at 95 percent of actual base period patient days.

3.17 Restricted funds

(a) Where donor restricted funds have been expended for operating purposes and, accordingly,

have been reported as an expense recovery/elimination, the availability and use of such funds
will not be taken into account in establishing rates to the extent that they produce actual unit
costs below the median unit costs and NFs developed for determining reasonableness. (It
should be noted that the availability or use of such funds will not be taken into account at all with
respect to CFA calculations.)
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